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Dear Mrx )Ve" tlake
SUBIJECT: Programmatlc Momtonng

HOME Investment Partnerships Program (HOME)"
Grant Numbers: M06-3G-06-0100 & MO07- SG‘-‘O6 -0100™

We are wrltmg to provide you with the results of our on-site programmatic review of the
State of California’s HOME Program, conducted by Martha Dibella, Community Planning and’

* Development Representative, August 11-13, 2008. The monitoring visit included a review of the

followmg proorarn years: M06 SG-O6 0100 and M07 SG-06- 0100

Ovelall the State’s HOME program is Well—manacred and successful n addressmg 2
wvariety of housing needs of low- and moderate-income residents throughout California. The
State has implernented effective oversight policies and proceduzes and continues to make
progress addressing technical reporting requirements. Unfortunately, due to 2 lack of staffing
resources and an increasing workload, the State continues to fall behind in meeting long-term
monitoring requirements. We are concerned that the entire prograin may suffer if this issue isn’t
addressed in a timely manner. The detailed results of our review, which were discussed with you
and your staff ofl August 13" are outlined in the enclosed report. Note that we have not

- identified any findings, but have outlined one concern regarding the status of monitoring reviews

as well as few additional observations requiring the State s atteption.

We appreciated the State’s assistance in preparing for Ms. Dibella’s visit, a5 well as the
time and assistance provided while on-site. If you have any questions regarding thls
correspondence please contact Martha Dibella at (415) 489-6593. '

Sincer: ely,

Steven B. Sachs '
" ‘Director S i
Ofﬁce of Commumty Planmng
" And Development

Enclosure ™
cc: Tom Bettencourt, Section Chief, HOME Program

s



" Scope of the Review =

State of California Program Monitoring
. HOME Program
M-06-8G-06-0100 & M07-8G-06-01060

Intr'oduetion

The monitoring, which was conducted m acco1dance with HUD Handbook 6509.2,
 focused on program compliance with statutory and regulatory requirements, specifically focusmg

on the following areas:

e Overall Management Systems: An asse'ssr_nent of the State’s overall administration of
its HOME Program.

s Subrecipient Management: An evaluation of the State’s comphance with HOME

' reguirernents for subrecipients.

o State Written Agreements: A review of the State s Wntten agreements with State
recipients for compliance with HOME regulatory requirements.

Community Housin Development Organization (CHDO) Qualifications & -

Activities: 'An evaluation of the eligibility of individual nonprofit organizations as

CHDOs, and the eligibility of projects undertaken by, and ﬁmdmg pr ov1ded to

individual CHDOs. : .

The review encomp assed:

Ploglam pohcy and procedures manuals, State Notice of Funds Avallable (NOFAs),
application review forms, and monitoring tracking reports. _
e Integrated Disbursement and Information System (IDIS) reports reflecting the status
of the State’s HOME projects. ‘
& For the purpose of reviewing the State’s written agr eements a sa:mple of three State
: recipient files and two CHDO project files.
‘s A sample of five CHDO ﬁles documentmg their el1o1b1hty 1o, pa1't101pate in the
Pro gram :

Outeomes

Overall Management Systems

' As noted above, we focused on the State’s management of its HOME Program and the
systems it has in place to ensure that projects progress, are completed, and accomplishments are

. reported in IDIS We have two observations regarding IDIS data

. With respect to the completion of projects, project completion- reports are to be
entered into IDIS within 120 days of the final draw. The State has one of the latgest inventories
of HOME projects in the nation and as of July 31, 2008, the State had 112 open activities in
IDIS. Of those activities, 16 have been in final draw status for greater than 120 days. While the
State has made considerable progress completing projects and entering accomplishment data in
IDIS, we urge staff to continue efforts to enter completlon reports into the system within 120
days of the final draw.



2. We also discussed the status of the Vacant Units report which is updated monthly on -
HUD’s HOME website. Currently, the State has a considerable number of discrepancies
outlined on the report As discussed on-site, staff has already started cleaning up those data
errors. Efforts to increase the timeliness and accuracy of IDIS reporting will assist the State in

: unprovmcr its ranking related to other State grantees.

A number of rating factors are used in detenmmng the State’s comparative performance '

~ to other State Part101pat1n° Jurisdictions (PJs) (e.g., percentage of funds committed, percentage

of funds disbursed, percentage of completed CHDO disbursements to CHDO reservations, etc.).
Although there is still room for improvement, since our last on-site monitoring in September of
2006 the State has improved 1ts overall ranking from 41% to 35" out of 51 State PJs.

Sub.recmlent Management -

We focused on the State’s management of subrecipients inicliiding the application and
award process, risk analysis procedures, and monitoring including scope and documentation.
We relied heavily upon stafis reports provxded by the State’s staff and the staff’s descnptlons of.
the State’s systems and processes :

Generally, we found that the application review and award process was thorough and
well-documented. The State developed and continues to update excellent program and contract.
manuals in addition to providing training and technical assistance to its recipients. Monitoring

- checklists, letters, and follow-up are comprehensive and address HOME requirements. We werg

pleased to see that the State incorporated the changes recommended during HUD’s previous
monitoring review into its checklists and monitoring policies. However, lacking sufficient
resources, mainly staff, the State continues to accumulate a tremendous backlocr of momtonng
reviews.

Concem Number 1.— Status of Monitoring Reviews

Although the State has made some efforts to complete mandated recipient, project, and-
CHDO monitoring, it has not had the resources to meet either long-term or close-out monitoring
goals resulting in an increasing backlog of reviews. For example, only five CHDO projects and

 nine Stafe recipivhts were tiviitored on-site in 2007. Also, for setme on-site visits #het had been

completed as of the date of our visit, letters had yet 16 be 1ssued We also found that given the
frequent turnover and capacity of some of the recipients; it appears that there is 4 need for a long-
term servicing plan to ensure that jurisdictions carrying out on-going programs are complying
with long-term HOME requirements (e.g., occupancy requirements, recapture provisions)..

Retjuested Action:

We recognize the constraints hindering the State’s ability to meet monitoring goals
meluding a large and increasing workload, lack of staff, and absence of trave] funds. However,

- we ask that the State provide us with a comprehensive monitoring strategy that outlines how the

State will address the backlog of reviews and ensure that on-going monitoring requirements are
met for CHDO projects, recipient projects, and on-going programs. The strategy may include
items such as the addition or reallocation of staffing and fiscal resources, a descnptlon of the risk
analysis process to target high risk grantees, and any actions the State feels are necessary to

- ensure compliance with close-out and long-term monitoring requiremerits. Please provide this

information vnth_m 30 days of the date of tlus letter.



Written Agreements

We reviewed a sample of written agreements with State recipients and CHDOs to ensure
that the. regulatory requirements set forth in 24 CFR Part 92 have been met. The following

W11tten agreements were reviewed thoroughly:

County of Monterey — M0407044

County of Shasta — M051683

County of Sutter — M062357

Self-Help Enterprises (CI—IDO) M020634

'Commumty Housing Opportunities Corporation (CHDO) — M040716
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Generally, we found that the agreements met the aforementioned requirements. In

. addition to the five agreements above that were given an in-depth review, we also looked a fow .

other files to ensure that the requirements were met. Based on our review, it appears that the
State implemented the revisions recommended by HUD staff during the previous on-site review.
The more recent agreements contain stronget language regarding the treatment of program

income and have been updated to reflect minor changes in program policy.

Commimnity Housing Development Orszamzahons (CHD: O) Ouahﬁcatlons

- Prior to our visit; a sample of five CI{DOS (see below) was selected and the State’s
CHDO quahﬁca’uon files were reviewed to ensure that the program requirements have been met.

Self- Help Enterpnses

Commumnity Housing Opportumnes Corporation

Coachella Valley Housing Coalition

Community Housing and Improvement Systems Planmng Assoc1at1on
' Central Valley Coalmon for Affordable Housmg

® o e .
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We found that the State’s reviews were well-documented with a comprehensive checklist

: and that the regulatory requirements have been met. We do have one observation related to
-~ CHDOs:

1. Community Housing Opportunities Corporation had not been recertified, Central
Valley Coalition for Affordable Housing was denied certification, and Community Housmg and -
Tmprovement Systems Planning Association had fimds disencumbered. Additionally, a review
of the IDIS PR25 “Status of CHDO Funds” report found that some CHDOs are fairly slow to
expend funds. Based on this information, we recommend the State continue to prov1de technical
assistance (TA) to CHDOs to increase capacity and improve performance. We recognize that the
State has been working with the TA provider, RCAC, to conduct training sessions but we also
support the State’s efforts to assess the effectiveness of current assistance and develop additional
strategies for providing TA. This may include ene-on-one TA, peer-to-peer workshops, or
additional focused training sessions to enhance capacity and ensure- project feas1b111ty Please
contact us should you need our assistance with these efforts :




